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Per the Commission’s letter March 15, 2009, the Hawaii Renewable Energy Alliance
(“HREA") and the Hawaii Solar Energy Association (*"HSEA”} respectfully submit their joint
response to Post-Hearing Information Requests (“PHiRs") from the Nationa! Regulatory
Research Institute, Inc. (‘“NRRF").

NRRI-PHIR-7. Please discus (sic) the success and failures of decoupling in other jurisdictions
(e.g., Maine).

HREA-HSEA Response. HREA and HSEA defer to Haiku Design & Analysis (“Haiku")'
on an overall discussion of the success and failures of decoupling in other jurisdictions,
including Maine. We would like to comment on the status of decoupling in Idaho. During the
initial phase of the instant docket, HREA discovered that idahc Power Corporation ("IPC™) had
implemented decoupling, and that there were some similarities between IPC and HECO,
including:

* Both are privately-owned, investor utilities;

* Both have a mix of renewables and fossil fuel facilities;

* IPC’s generation is 3,000 MW and residential customers number 391,000;

» Both were seeking to reduce (i) regulatory lag and, (ii) utility disincentives to

encourage energy efficiency and conservation; and

! Reference Haiku's filing by U. 5. Mail and email to the Commission and the CA oh August 22, 2009.



* IPC's decoupling from sales mechanism includes recoupling to customers which
is under consideration in the instant docket.
IPC’s decoupling mechanism is referred to as the Fixed Charge Adjustment ("“FCA") and
has been in place for two years of its approved three year pilot program. The FCA applies only
to residential and small commercial customers. For details of the FCA implementation, see:

hitp://iwww.puc.idaho.gov/internet/cases/elec/IPC/IPCEQ806/staff/2009050BCOMMENTS.PDF a

status report from the Idaho Public Utility Commission (“IPUC"). We observe the following from
IPC's decoupling experience that should be taken into consideration in the instant docket”:
* A pilot program makes sense, but only if implemented for at least three years,
and perhaps not for all customer classes initially;
* |PC's revenue adjustment is weather-normalized, i.e., the FCA includes the
impacts due to norma! seasonal weather patterns;
* Any revenue adjustment should be capped on an annual basis, for example at
3%, as is the case for IPC's FCA and the adjustments should be symmetrical.
That is, if the utility over collects for one customer class, then that class would
receive a rebate, if under collected, a surcharge. HREA and HSEA note that
caps work for both the ratepayer and the utility, i.e., less risk is passed on to the
ratepayer in periods when revenues decline, and the utility is exposed to less risk
during periods when revenues increase;
= Since the implementation of the FCA in 2007, IPC filed rate cases in both 2007
and 2008, in part due to new construction requirements. Thus, HREA and HSEA
question whether decoupling is really reducing regulatory lag in Idaho, as
opposed to assisting IPC in their cash-flow management;
» There is substantial transparency benefit associated with a simpler system like

Idaho’s that is especially important to aide public understanding in the context of


http://www.puc.idaho.qov/internet/cases/elec/IPC/IPCE0906/staff/20090508COMMENTS.PDFa

the number of rate increases that ratepayers are being asked to bear and the
Commission is being asked to approve in open dockets,

+ |PC's bond rating is BBB, and we are not sure what to conclude about that at this
moment.

NRRI-PHIR-8. Please discuss the pros and cons of implementing the revenue enhancements
discussed at each 3a, b, ¢, and d of the Commission’s post-hearing IRs.

HREA-HSEA Response. HREA and HSEA defer to Haiku's response to this PHIR,

referred to as PUC-IR-57 [July 15, 2009 IR #8.] in Haiku's August 22, 2009 filing.

NRRI-PHIR-9. Should the RAM concepts described at 3a and b be based on gross or net plant
additions?

HREA-HSEA Response. HREA and HSEA defer to Haiku's response to this PHIR,

referred to as PUC-IR-58 [July 15, 2009 IR #9.] in Haiku's August 22, 2009 filing.

NRRI-PHIR-10. Please propose allocation methods among customer classes for each 3a, b, ¢
and d and explain the basis for the allocation.

HREA-HSEA Response. HREA and HSEA do not have a proposal for “allocation

methods among customer classes for each 3a, b, cand d.”

NRRI-PHIR-11. What should the Commission consider in selecting an ROE to use in calculating
revenue enhancements between rate cases associated with rate base changes. Why should
the ROE used in calculating the inter-rate case revenue adjustments based on rate base
changes be equal to the ROE authorized in the rate case (per the proposed RAM), as the inter-
rate case ROE appears to be guaranteed and the rate case ROE is an opportunity to earn the
authorized return? Please discuss and quantify.

HREA-HSEA Response. All other things being equal, HREA-HSEA would agree the

utility should have the opportunity to earn its authorized ROE, as approved by the Commission
in the most recent rate case or as amended. However, with the proposed decoupling
mechanism and RAM, things are not equal. Specifically, given that the financial risk to the utility
would be been reduced, the ROE should be lower. We suggest there at least one other factor

the Commission shouid consider in selecting the ROE between rate cases. Specifically, since

? personal Communication with IPUC staff (August 21, 2009)



one of the major purposes of decoupling is to reduce utility disincentives to encourage energy
efficiency and renewables, we believe progress in energy efficiency and renewables could be
incentivized by adjustments to ROE, up or down depending on an appropriate set of

performance metrics. We will discuss this concept further in our Opening Brief (s).

NRRI-PHIR-12. Please discuss the pros and cons of the Commission approving a RAM that
consists of 3a, b and ¢ with and without an RPC compared to the RAM proposed by HECO.

HREA-HSEA Response. HREA and HSEA defer to Haiku's response to this PHIR,

referred to as PUC-IR-81 [July 15, 2009 IR #12.] in Haiku's August 22, 2009 filing.

NRRI-PHIR-13. Please discuss the pros and cons of an ECAC in which (a) the utility bears the
risk for heat rate changes within a performance band (e.g., plus/minus 50 Btu from the target)
while (b} all changes in costs associated with heat rate changes outside the performance band
are passed through to customers.

HREA-HSEA Response. HREA and HSEA defer to Haiku's response to this PHIR,

referred to as PUC-IR-62 [July 15, 2009 IR #13.] in Haiku's August 22, 2009 filing.

NRRI-PHIR-14. Piease discuss the pros and cons of an ECAC that remained the same as the
current ECAC but removed the Btus used for spinning reserve from the heat rate calculation

HREA-HSEA Response. HREA and HSEA defer to Haiku's response to this PHIR,

referred to as PUC-IR-63 [July 15, 2009 IR #14 ] in Haiku's August 22, 2009 filing.

DATED: August 24, 2009, Honolulu, Hawaii
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CERTIFICATE OF SERVICE

| hereby certify that | have this day served the foregoing IR responses upon the following
parties by hand-delivery and electronic service as follows:

Catherine P. Awakuni, Executive Director 2 Copies (Hand Detlivery) and
Department of Commerce and Consumer Affairs Electronic Service

Division of Consumer Advocacy

P. O. Box 541

Henolulu, HI 96809

Darcy |. Endo-Omoto, Vice-President Electronic Service
Governmental and Community Affairs

Hawaiian Electric Company Inc.

P. O. Box 2750

Honolulu, HI 96840-0001

Dean Matsuura Electronic Service
Director, Regulatory Affairs

Hawaiian Electric Company, inc.

P. 0. Box 2750

Honolutu, H#! 96840-0001

Thomas W. Williams, Jr. Esq. Electronic Service
Peter Y. Kikuta, Esq.

Goodsill, Anderson, Quinn & Stifel

Alii Place, Suite 1800

1099 Alakea Street

Honolulu, HI 96813

Attorneys for Hawaiian Electric Company, Inc., Hawaii Electric
Light Company, inc. and Maui Electric Company, Limited

Jay lgnacio Electronic Service
President

Hawaii Electric Light Company, Inc.

P. O. Box 1027

Hilo, Hi 96721-1027

Edward |. Reinhardt

President

Maui Electric Company, Limited
P. O. Box 398

Kahului, HI 96732

FElectronic Service

Randalt J. Hee, P.E.

President and Ceo

Kauai Island Utility Cooperative
4463 Pahe’e Street, Suite 1
Lihue, HI 96766-2000

Electronic Service

Timothy Blume

Michael Yamane

Kauai Island Utility Cooperative
4463 Pahe'e Street, Suite 1
Lihue, HI 96766

Electronic Service



Kent D. Morihara, Esq.

Kris N. Nakagawa, Esq.
Rhonda I. Ching, Esq.
Morihara Lau & Fong LLP
841 Bishop Streset, Suite 400
Honolulu, HI 96813

Attorneys for Kauai Island Utility Cooperative

Carl Freedman

Haiku Design & Analysis
4234 Hana Highway
Haiku, HI 96708

Henry Q Curtis, Vice President for Consumer Issues
Kat Brady, Vice President for Social Justice

Life of the Land

76 North King Street, Suite 203

Honolulu, HI 96817

Gerald A. Sumida, Esq.
Tim Lui-kwan, Esq.
Nathan C. Nelson, Esq.
Carlsmith Ball LLP
ASB Tower, Suite 2200
1001 Bishop Street
Honolulu, HI 96813

Counsel for Hawaii Holdings, LLC, dba First Wind Hawaii

Mike Gresham

Hawaii Holdings LLC, dba First Wind Hawaii
330 Lono Ave, Suite 380

Kahului, Hl 96732

Deborah Day Emerson, Esqg.

Gregg J. Kinkley, Esq.

Department of the Attomey General
425 Queen Street

Honolulu, HI 86813

Counsel for DBEDT

Doug A. Codiga, Esq.

Schlack Ito Lackwood Piper & Elkind
Topa Financial Center

745 Fort Street Mall, Suite 1500
Honolulu, HI 96813

Counsel for Blue Planet

Date: August 24, 2009
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Electronic Service
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Electronic Service
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President, HREA

resident, HREA



